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Summary 

The federal government experienced a funding gap beginning on October 1, 2013, which ended 
when the Continuing Appropriations Act, 2014 (P.L. 113-46) was signed into law on October 17, 
2013. This funding gap resulted in a “government shutdown” and the furlough of federal 
employees who were not excepted. The Continuing Appropriations Act, 2014 also temporarily 
suspended the statutory debt limit through February 7, 2014. This report discusses the effects of 
the FY2014 government shutdown on the economy. 

The government shutdown had both direct and indirect effects on economic growth. It directly 
reduced gross domestic product (GDP) because government spending is a component of GDP. 

The Bureau of Economic Analysis estimates that real GDP growth was reduced by 0.3 percentage 
points because of the reduction in hours worked by federal employees; it has not estimated the 
overall effects of the shutdown. Overall, federal spending fell by 6.6% in the fourth quarter, but 
this is comparable to the rate in previous quarters. Assuming the funding levels enacted on 
October 17,2013 were the same as the funding levels that would have been enacted on 
September 30, 2013 had a shutdown not occurred, some spending would have been delayed, but 
not permanently reduced. For example, furloughed federal employees were paid in full, but late. 
Since the shutdown occurred at the beginning of the quarter, much of the delayed spending may 
have occurred before the quarter is over. An example of a potential indirect effect is a reduction in 
private consumption or business investment because of a decline in consumer confidence, which 
surveys reported in October. GDP growth rose to 3.8% in the fourth quarter of 2013, so it does 
not appear that the indirect effects were significant. Some of the indirect effects may be 
attributable to the debt limit impasse, however, which occurred at the same time as the shutdown. 

The Administration reported that federal worker furloughs over the course of the shutdown were 
equivalent to 6.6 million work days, peaking at 850,000 workers furloughed at the beginning of 
the shutdown. The number of private employees laid off or furloughed as a result of the shutdown 
is unknown. Initial unemployment claims surged during the shutdown. For technical reasons, the 
shutdown had no effect on the more frequently cited job growth figure, but the Bureau of Labor 
Statistics reported that 660,000 federal workers were unemployed or on temporary layoff in 
October 2013 (although not all of those can be attributed to the shutdown). 

A review of third-party estimates of the effects of the shutdown on the economy finds a predicted 
reduction in GDP growth of at least 0.1 percentage points for each week of the shutdown, with a 
cumulative effect of up to 0.6 percentage points in the fourth quarter of 2013. Most of the 
estimates are predictions by professional forecasters, many of which were made before the 
shutdown had ended. These estimates are subject to error and uncertainty. Overall, most 
forecasters predicted that the effects of the shutdown on the economy would be small relative to 
the overall economy because it ended after 2Vi weeks, it only affected a subset of federal 
spending, and it generally delayed rather than eliminated federal spending. The economic effects 
of the shutdown were unevenly distributed across regions, industries, or individuals, however. 
Where detail was provided, most forecasters did not factor in any multiplier or indirect effects of 
the shutdown. In that sense, the estimates reviewed can be thought of as a lower bound on the 
overall effects on economic activity. 

The Congressional Research Service does not plan to provide an independent estimate of the 
economic impact of the shutdown. This report does not provide background on or explanation of 
recent or historical shutdowns or funding gaps. For information about government shutdowns, see 
CRS Report R43250, CRS Resources on the FY2014 Funding Gap, Shutdown, and Status of 
Appropriations , by Justin Murray and CRS Report RL34680, Shutdown of the Federal 
Government: Causes, Processes, and Effects, coordinated by Clinton T. Brass. 
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Introduction 

The federal government experienced a funding gap beginning on October 1, 2013, which ended 
when the Continuing Appropriations Act, 2014 (P.L. 1 13-46) was signed into law on October 17, 
2013. This funding gap resulted in a “government shutdown” and the furlough of federal 
employees who were not excepted. 1 P.L. 113-46 provided for all federal employees to be 
retroactively paid as if they had been at work for the shutdown period. 

The Continuing Appropriations Act, 2014 also temporarily suspended the statutory debt limit 
through February 7, 2014. Treasury had predicted that it would exhaust its borrowing capacity 
under “extraordinary measures” by October 17, 2013. Federal debt outstanding had reached its 
statutory limit of $16,699 trillion on May 19, 2013, and the Treasury had relied on these 
extraordinary measures to fund government operations since then. When observing economic and 
financial data during the shutdown period, it is difficult to disentangle the effects of the shutdown 
from those of the debt limit impasse because they occurred simultaneously. 2 

This report discusses the effects of the FY2014 government shutdown on economic output. Gross 
domestic product (GDP) measures the value of goods and services produced in the economy. The 
shutdown could have potentially affected all components of GDP — government spending directly, 
and private consumption, capital investment, and net exports indirectly. It also reviews third-party 
estimates of the effects of the shutdown on the economy. The Congressional Research Service 
(CRS) does not plan to provide an independent estimate of the economic impact of the shutdown. 

Direct Macroeconomic Effects of the 
Government Shutdown 

A government shutdown directly affects GDP because government spending is a component of 
GDP. Economic output, as measured by GDP, is based on the equilibrium between total supply 
(production) and total demand (spending). The FY2014 shutdown reduced both — it reduced total 
supply because furloughed government workers could not contribute to the production of 
government output, and it reduced total demand because certain government purchases of private- 
sector goods and services could not be made. The reduction in demand was temporary and would 
be reversed once delayed purchases were made. The reduction in supply was mostly 
unrecoverable (since lost working hours cannot be made up), but was a one-off effect that ended 
when work resumed. The Bureau of Economic Analysis reported that it could only isolate the 
effects of the shutdown on hours worked by federal employees, which it estimates reduced real 
GDP growth for the fourth quarter by 0.3 percentage points. 3 



1 For information about government shutdowns, see CRS Report R43250, CRS Resources on the FY2014 Funding Gap, 
Shutdown, and Status of Appropriations , by Justin Murray and CRS Report RL34680, Shutdown of the Federal 
Government: Causes, Processes, and Effects, coordinated by Clinton T. Brass. 

“ The economic and financial effects of the debt limit impasse are discussed in CRS Report R41633, Reaching the Debt 
Limit: Background and Potential Effects on Government Operations, by D. Andrew Austin et al. 

3 Bureau of Economic Analysis, Technical Note, January 30, 2014, http://www.bea.gov/newsreleases/national/gdp/ 
2014/pdf/tech4ql3_adv.pdf . Government spending’s contribution to GDP is calculated based on inputs, unlike private- 
sector output, which is based on value added. Nominal government spending is based partly on federal employee pay, 
so that the decision to pay furloughed workers results in the shutdown having no effect on nominal GDP. In contrast, 
real (i.e., inflation-adjusted) government spending is based partly on federal employee hours worked, so real GDP is 
reduced during the shutdown. Thus, the loss in real government spending due to reduced hours worked was mostly not 
(continued...) 
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